September 20, 2004

Ms. Beth O’Donnell

Executive Director

Kentucky Public Service Commission
P. O. Box 615

Frankfort, KY 40602

Dear Ms. O’Donnell:

Columbia Gas
of Kentucky

A NiSource Company

PO. Box 14241
2001 Mercer Road
Lexington, KY 40512-4241

PUBLIC SERVICE
COMMIBRIOM

Pursuant to the Commission’s Order dated July 20, 2004 in Case No. 1999-165,
Columbia Gas of Kentucky, Inc., (“Columbia™) hereby submits its report on the status of
its Customer CHOICE®™ program. An original and ten copies are enclosed.

If you have any questions, please give me a call at (859) 288-0242.

Sincerely,

Judyég‘ fzoopd::[]ow

Director, Regulatory Policy
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REPORT OF COLUMBIA GAS OF KENTUCKY, INC.

By Order dated July 20, 2004, in this docket, the Commission ordered Columbia Gas of
Kentucky, Inc., (“Columbia”) to file a detailed status report on its plans regarding the future of
its CHOICE Program. Columbia hereby submits its report and requests that the Commission con-
tinue its postponement of the planned evaluation of Columbia’s pilot CHOICE Program.

As contemplated in Columbia’s April 23, 2004 letter to the Commission, Columbia has
discussed with interested parties the expiration of the CHOICE program. Columbia has contacted
the Office of the Attorney General of the Commonwealth of Kentucky, the Lexington-Fayette
Urban County Government and the Community Action Council for Fayette, Bourbon, Harrison
and Nicholas Counties, all of whom participated in the development of Columbia’s original pilot
program proposal. The marketers currently participating in the CHOICE Program have also been
contacted — i.e., Interstate Gas Supply Co., Inc. (“IGS”), and MXEnergy, Inc. (FSG Energy Ser-

vices, a marketing subsidiary of Wisconsin Public Service Resources Corporation that provided



input for the original proposal was not contacted because its original participation was limited to
an advisory role and it has not participated in the CHOICE Program).

Based upon its discussion with the other stakeholders, Columbia believes that the contin-
ued availability of natural gas transportation to small volume customers is of great interest to
some of the parties, and the other parties have no objection to a continuation of a small volume
gas transportation program. Furthermore, Columbia currently has over 42,000 customers partici-
pating in the CHOICE Program. Thus, given this level of stakeholder and customer interest in
the CHOICE program, Columbia has considered the feasibility of continuing the CHOICE pro-
gram, and has considered whether modifications to the program might be beneficial.

Working primarily with IGS, Columbia has developed a general framework for a new
Customer CHOICE Program. This framework will be presented to the other stakeholders at a
meeting to be held within the next couple of weeks. Columbia hopes that the stakeholders will be
able to build upon the framework to develop a new CHOICE Program that will continue to pro-
vide benefits for customers, and that will be easier to administer for Columbia and marketers.

Columbia hopes to be able to file an application setting forth the proposal for the new
CHOICE Program by the end of October, although the exact timing will depend, in part, on the
reactions of the stakeholders to the proposal. Columbia’s goal is to obtain Commission action
upon the application so that the new CHOICE Program can be operational by April 1, 2005, en-
suring that customers will experience a seamless transition between the current program and the
new one.

Columbia believes the planned evaluation of the current program may be unnecessary

due to the filing of the proposal for a new CHOICE Program, and requests a continued post-



ponement of any evaluation of the current program while the details of a new program are being
developed.

Dated at Columbus, Ohio, this twentieth day of September 2004.

Respectfully submitted,
COLUMBIA GAS OF KENTUCKY, INC.

Stephen B. Seiple
Lead Counsel

Stanley J. Sagun, Assistant General Counsel
Stephen B. Seiple, Lead Counsel

200 Civic Center Drive

P.O.Box 117

Columbus, Ohio 43216-0117

Telephone: (614) 460-4648

Fax: (614) 460-6986

Email: sseiple@nisource.com

Richard S. Taylor

225 Capital Avenue
Frankfort, Kentucky 40601
Telephone: (502) 223-8967
Fax: (502) 226-6383
Email: attysmitty@aol.com

Attorneys for
COLUMBIA GAS OF KENTUCKY, INC.



CERTIFICATE OF SERVICE

[ hereby certify that a copy of the foregoing Report to the Commission was served upon

all parties of record by regular U.S. Mail this 20™ day of September 2004.

Glephon B. Blipte (ne)

Stephen B. ‘Seiple
Attorney for
COLUMBIA GAS OF KENTUCKY, INC.

SERVICE LIST

Hon. John W. Bentine

Hon. Bobby Singh

Chester Willcox & Saxbe LLP
65 East State Street, Suite 1000
Columbus, OH 43215-4213

Hon. David F. Boehm
Boehm, Kurtz & Lowry
2110 CBLD Center

36 E. Seventh Street
Cincinnati, OH 45202

Mr. Edward W. Gardner

Lex-Fayette Urban County Government
200 East Main Street

Lexington, KY 40507

Mr. Brian A. Dingwell

Vice President, Regulatory Affairs
United Gas

3520 New Hartford Road, Suite 103
Owensboro, KY 42303-1781

Hon. James R. Cox

Cox Bowling & Johnson PLLC
8303 Shelbyville Road
Louisville, KY 40222

Hon. Joe F. Childers
201 W. Short Street
Suite 310

Lexington, KY 40507

Commonwealth Energy Services
745 West Main - 5™ Floor
Louisville, KY 40202

FSG Energy Services
6797 North High Street
Suite 314

Worthington, OH 43085



Hon. John M. Dosker
Stand Energy Corporation
1077 Celestial Street
Suite #110

Cincinnati, OH 45202

Hon. Douglas M. Brooks
Louisville Gas & Electric Co.
220 West Main Street

P.O. Box 32010

Louisville, KY 40232

Hon. Mary R. Harville

Reed, Weitkamp, Schell & Vice PLLC
500 West Jefferson St., Suite 2400
Louisville, KY 40202

Hon. Richard S. Taylor
Attorney at Law

225 Capital Avenue
Frankfort, KY 40601

Hon. Ann Louise Cheuvront
Assistant Attorney General

Civil & Environmental Division
Public Service Litigation Branch
P.O. Box 2000

Frankfort, KY 40602

Hon. Craig G. Goodman

Hon. Stacey L. Rantala

Hon. Heather L. Master

National Energy Marketers Association
3333 K Street, N.W., Suite 110
Washington, D.C. 20007

Hon. Janine L. Migden
Hahn, Loeser & Parks, LLP
1050 Fifth Third Center

21 East State Street
Columbus, OH 43215

Mr. Jack E. Burch
Executive Director
Community Action Council
892 Georgetown Street

P. O.Box 11610
Lexington, KY 40576



